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How to Stretch Defense Dollars 


Citizens have in recent months become increas- 
ingly aware of the hard fact that about four out of 
every five dollars in the federal budget go for war- 
caused or defense expenditures. Budget planning 
now for the fiscal year 1949-50, which begins July 1, 
must include close attention to defense expenditures 
to achieve any significant economy and efficiency. 


Costs of past wars, reflected in the large service 
on our national debt, make up an item which cannot 
be much reduced. Spending for economic recon- 
struction, of which the ERP is the largest single 
item, must be maintained if recovery is to be achieved. 
Reducing the rate of expenditures for veterans is diffi- 
cult, although such costs total 159% of this year’s 
budget, and all new estimates should be carefully 
examined for possibilities of greater operating efh- 
ciency. 

The chief area in which sizable economies could 
be effected is that of defense expenditures. The sub- 
ject has been highlighted in recent weeks by the 
report of the Hoover Commission on the National 
Security Organization, by the hearings on the Presi- 
dent’s proposal for legislation to strengthen the 


Defense Department, and by the swearing in of a 


new Secretary of Defense, Louis A. Johnson. 
Hoover Commission Report 


The Hoover Commission found “continued dis- 
harmony and lack of unified planning. Extrava- 
gance in military budgets and waste in military 
expenditure which show a serious lack of under- 
standing of the effect of military costs and spending 
upon the total economy.” The Commission’s major 
recommendation is for the establishment of a truly 
unified civilian control with accountability centered 
in the Secretary of Defense. The Commission’s 
report also calls for a military budget drawn with 
careful consciousness of cost factors. It would place 
full power over preparation of the budget with the 
Secretary of Defense. A major overhauling of the 
entire budget system is recommended. The armed 
services should be required “at least in peace time, 
to keep complete, accurate, and current inventories.” 


Defense Secretary Johnson announced at his first 
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press conference this week that he intends to carry 
out wholesale reorganizations in the armed estab- 
lishment. He has named Gen. Joseph T. McNarney 
to do the job. The Secretary said that there were 
hundreds of armed services boards and agencies 
which were no longer needed. The total number is 
variously estimated at from 450 to 800. The new 
Secretary set for himself a breath-taking schedule. 
He said that those units left after 60 to 90 days would 
be those which could prove their efficiency and their 
contribution to unification. To do a complete and 
effective job, however, Secretary Johnson will need 
the support of clear-cut legislation centralizing au- 
thority with his office. 

The Senate Armed Services Committee is now 
holding hearings on the President’s unification pro- 
posal. While there is disagreement on the extent 
of the power which should be granted the Defense 
Secretary, there is no disagreement on the need for 
extensive reorganization to achieve economy and 
efciency. A major step would be the passage of a 
bill correcting the statutory weaknesses of the office 
of the Secretary of Defense and providing for a uni- 
fied, better staffed National Military Establishment. 


Margarine Progress 


After a week of lively hearings,—described at one 
point by a Committee member as a “brawl,”—on the 
pros and cons of margarine tax repeal, the House 
Agriculture Committee reported out a bill which 
would remove all federal taxes and fees but would 
forbid interstate shipment of colored margarine. 
This means that yellow margarine could be sold 
only in those states which contained a plant to make 
it and where there was no state or local law to 
prevent its sale. 


Such a bill, if passed by Congress, would actually 
make colored margarine more difficult to obtain 
than at present. The Committee Chairman has 
announced his opposition to the measure. It is on 
the House floor as we go to press. A move will be 
made to reinstate the language of the Poage bill 
which removed all taxes and fees and permitted the 
interstate shipment of colored margarine. Outlook 
in the House is considered promising. 
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Trade Act Under Discussion 


(Continued from TRENDS, March 7) 


One of the chief arguments over the renewal of 
the Trade Agreements Act centers on the so-called 
“peril points,” required for the first time in the law 
enacted last June. 

To set an exact peril point beyond which an in- 
dustry may be harmed by tariff reduction is an 
almost impossible task, for it depends on many un- 
predictable factors. Hence any peril point is at 
best an “educated guess”. With the specific respon- 
sibility for determining such points, however, the 
Tariff Commission is likely to set them high rather 
than low in order not to be accused at a later date 
of having endangered a domestic industry. 

The first peril points were delivered to the Presi- 
dent on March 5, to guide him in negotiations for 
new trade agreements with eleven nations this spring. 
While the President may take other factors of the 
national interest into consideration and go beyond 
the peril points when he thinks it advisable, this 
would put him in an extremely difficult position. 
The public announcement required under the present 
law would center pressure by the interests involved 
on both the Executive and the Congress. 


Why Opposition to Peril Points? 


The peril point procedure, if continued, may do 
substantial harm to the trade agreements program by 
giving a special position to the interests of protec- 
tion, at the expense of the overall national interest. 
Even without the peril point procedure, American 
producers are safeguarded in several ways. Deci- 
sions on tariff concessions to be offered have been 
made, during the 14 years of the program, with 
careful consideration of the possible effect on domes- 
tic industries. An escape clause, now included in 


all new trade agreements, allows the United States 
to withdraw any tariff concession if an American 
producer is seriously injured—or threatened with 
serious injury—due to unforeseen developments. 


How Long an ExtensionP 


Another major change in the present bill would 
renew the Act for three years rather than for only 
one, as was done last June. Three years has been the 
traditional renewal period. The Act has now proved 
itself a valuable and workable arm of USS. foreign 
policy. To require Congressional review every year 
is not only unnecessary, but takes up valuable time 
of both Congress and the Executive. It also causes 
other nations to wonder whether the United States 
intends to follow its announced policy of reducing 
trade barriers. 


Changes in Committee Membership: On March 16 Rep- 
resentative Omar Burleson (D., Tex.) was elected to member- 
ship on the House Committee on Foreign Affairs. John 
Kee (D., W. Va.) has been elected chairman to replace Sol 
Bloom (D., N. Y.) deceased. 


Corrections: The slum clearance provision of the new 
housing bill, S. 1070*, permits federal loans of a billion 
dollars over a five-year period, not a million dollars as stated 
in the March 7 issue of TRENDS. The bill also authorizes 
federal capital grants of $500,000,000 to make up the loss in- 
curred in clearing and redeveloping slum areas, federal con- 
tributions to be limited to two-thirds of the loss. 

The Republican members of the House Education and 
Labor Committee were incorrectly listed in the February 21 
issue of TRENDS. The correct list is: 


Samuel K. McConnell, Jr., Pennsylvania. 
Ralph W. Gwinn, New York. 

Walter E. Brehm, Ohio. 

Wint Smith, Kansas. 

Carroll D. Kearns, Pennsylvania. 
Richard M. Nixon, California. 
Thruston Ballard Morton, Kentucky. 
Thomas H. Werdel, California. 

Harold H. Velde, Illinois. 


* CURRENT LEGISLATION * 


European Recovery Program (S. 1209* and H. R. 3748 
—new number to replace H. R. 2362): As we go to press, 
the Senate is debating S. 1209,* with the Taft-Russell amend- 
ment to reduce the authorized appropriations of the bill by 
10% as the pending question. The House Foreign Affairs 
Committee on March 25 reported H. R. 3748 (House Report 
323) which would reduce the appropriations by $200 million 
and make available $272 million in the form of guarantees 
to private investors. 


Reciprocal Trade Agreements Act (H. R. 1211*): This 
measure is high on the agenda for Senate action. It has 
already passed the House. 


Displaced Persons (H. R. 1344*): Subcommittee #1 
(Walter, D., Pa., Chm.) of the House Judiciary Committee 
is considering this bill in executive session. Report awaited. 


Housing (S. 1070*): This bill is on the Senate Calendar and 
is expected on the floor at an early date. 


Federal Aid to Education (S. 246*): This bill was reported 
March 25 by the Senate Labor and Public Welfare Committee 
(Senate Report 158). Now on the Senate Calendar. 


Repeal of Margarine Taxes and Fees: As we go to press, 
H. R. 2023 (Granger) is being debated on the floor of the 
House. See article on first page. 


Equal Rights Amendments (S. J. Res. 25+): On March 
14 the Senate Judiciary Committee by voice vote ordered this 
measure reported favorably. 


* Indicates League Support. 
+ Indicates League opposition. 
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